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METHOD FOR PROVIDING CONSUMER
CHOICE AND EQUALIZING PHARMACY
PROVIDER AVAILABILITY IN
PRESCRIPTION MEDICATION DISPENSING
PLANS

RELATED APPLICATIONS

This application 1s a divisional of U.S. patent application
Ser. No. 11/266,885, entitled METHOD FOR PROVIDING

CONSUMER CHOICE AND EQUALIZING PHARMACY
PROVIDER AVAILABILITY IN PRESCRIPTION MEDI-
CATION DISPENSING PLANS, filed on Nov. 4, 2005,

which 1s incorporated by reference, 1n 1ts entirety.

FIELD OF THE INVENTION

The present mvention relates generally to the field of
filling prescriptions for consumers. More particularly 1t
relates to prescription payment benefits made available by
health plans, employer groups, governmental entities and
other organizations to their employees and/or members.

BACKGROUND OF THE INVENTION

Many employees and members (“‘consumers”) of health
maintenance organizations, employer groups and govern-
ment entities have their purchases of personal prescription
medications subsidized by payments to pharmacies through
prescription benefit plans (“plans”) offered by those health
maintenance organizations, employer groups and govern-
ment entities. Under such plans, a consumer receives a
prescription for a medication from his or her physician and
submits 1t to a pharmacy to be filled. The pharmacy checks
to see that the consumer 1s a member of a plan with which
the pharmacy has a contract and that the medication and
dosage prescribed are within the approved scope of the plan
contract. Upon verification of these requirements, the phar-
macy dispenses the medication to the consumer. The con-
sumer pays the pharmacy a “copay” amount, less than the
normal cost of the medication. The pharmacy receives the
balance of the payment for the medication and 1ts dispensing
services from the prescription benefit plan, which 1s man-
aged by a “prescription benefit manager” (“PBM”) with
whom the health maintenance organization, employer group
or government entity (“payer’’) has contracted to manage the
plan. The PBM invoices the payer (i.e., the PBM’s cus-
tomer) for the consumer’s transaction, along with a charge
for 1ts contracted fee, and from the funds paid by the payer
the PBM pays the pharmacy’s balance due.

Medication usage 1s commonly differentiated between
acute care usage, which 1s short term (30 days or less)
administration to treat immediate illnesses or conditions,
and maintenance usage, which 1s long term (more than 30
days) treatment of chronic illnesses or conditions such as
hypertension, high cholesterol levels, arthritis, neurology
conditions and the like. Maintenance medication dispensing
and usage represents a major health care cost (on the order
of 75% of prescription costs for many plans, especially due
to the aging of the American population) and therefore
control of maintenance prescription costs 1s a principal
function of the prescription benefit plans. Dispensing phar-
macies are normally of two types: retail pharmacies (which
are local neighborhood businesses where the consumer
appears 1n person, can meet with a pharmacist, orders his/her
medication and can usually leaves a few minutes later with

the dispensed medication 1n hand) and mail order pharma-
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cies (which are large facilities, usually not open to individual
consumer’s personal visits, but from which a consumer’s
medication order recerved by mail or through the Internet 1s
subsequently filled and dispensed to the consumer via mail
or courier service). It 1s normally recognized by the industry
that acute care prescriptions are dispensed primarily by retail
pharmacies, since the consumer frequently needs the medi-
cation immediately and cannot accept the multi-day delay
inherent 1n submitting and dispensing prescription medica-
tions from the mail order pharmacies.

On the other hand, PBMs and benefit consultants com-
monly strongly urge or even mandate that consumers 1n the
plans that they administer obtain their maintenance medi-
cations from mail order pharmacies. It 1s a widely held belief
that mail order pharmacies may have lower operating costs
and may offer greater discounts available on medication
coverage. To the extent that such 1s the case, use of mail
order pharmacies may be a desirable cost control strategy 1f
other contractual terms remain equalized. However, several
factors can complicate the analysis of use of mail order
pharmacies versus use of retail pharmacies especially for
dispensing of maintenance medications. For instance, some
PBMs own mail order pharmacies, and therefore 1t 1s to their
financial benefit to steer the consumers 1n their plans to their
captive pharmacies whether or not that 1s 1n the best interest
of the consumers. Further, to the extent that business 1s
diverted unreasonably from retail pharmacies to mail order
pharmacies, the former are deprived of income. Since the
retail pharmacies are commonly localized businesses (in
contrast to mail order pharmacies), their ability to survive to
provide the local retail service 1s impaired. This 1s true even
when a local pharmacy 1s part of a larger chain pharmacy
organization, since decline 1n mcome of a local site could
lead the chain to close that local site, notwithstanding that
other locations of the chain’s pharmacies remain 1n business.
Further, there are many variables 1n the pricing of medica-
tions and the costs mvolved in inventories, dispensing
equipment, transportation of medications to the pharmacy
and later to the consumer and stafling, that have been shown
to atlect whether mail order does or does not have a financial
advantage over retail 1n the dispensing of medications. All
that can be said 1s that, properly managed, both types can be
financially and commercially viable.

Further, and very significantly, there 1s a question of
availability of choice for the consumer, since 1n many cases
a consumer would like to have the option of dealing either
with his/her local pharmacy or a mail order pharmacy.
Numerous studies have established that for many prescrip-
tion consumers, direct contact with a pharmacist 1s very
important. Professional pharmacists are held in very high
regard by consumers and their advice 1s eagerly sought.
Most consumers are not knowledgeable about medications
and a prescribing physician’s schedule may not provide
suilicient time for a consumer to be able to get what he or
she believes to be suflicient information from the prescribing
physician about all aspects of concern about a prescribed
medication. Consumers want to be able to speak directly to
their pharmacists for more information about their medica-
tions and receive detailed answers to their questions and
concerns, especially when a maintenance medication which
will be taken by the consumer over a prolonged period 1s
involved. It 1s well known that the prospects for a consum-
er’s (patient’s) successiul implementation of a medication
regimen are greatly enhanced when the consumer/patient
understands and 1s comiortable with the medication pre-
scribed. Such direct and personal contact with a pharmacist
1s frequently diflicult for a consumer to obtain from a mail
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order pharmacy, and even when available will almost cer-
tainly not involve a pharmacist who 1s “local” to the con-
sumer and his/her communaity.

Conventionally brand name prescriptions are priced by
starting with a nationally published “average wholesale
price” (AWP) and discounting this figure. A dispensing fee
1s then added to this number. A mail order or retail 90 day
prescription 1s priced the same way with the exception that
the mail order discounts are greater and there may or may
not be a dispensing fee. On the other hand, 1n the prior art
systems generic drug claims usually employ an additional
variant for pricing. This 1s a concept known as “maximum
allowable cost” (MAC) pricing. MAC 1s the concept of
paying a set price for a product on a per unit basis. Since
multiple manufacturers may produce the same generic drug
and dosage, the MAC price 1s applied regardless of the
manufacturer or that particular manufacturer’s AWP. In the
prior art plans, 1t 15 common that 30-day prescriptions are
paid at the lower of a) AWP minus a discount plus a
dispensing fee or b) MAC plus a dispensing fee, while
90-day prescriptions are paid solely at AWP minus a dis-
count. In the common situation where mail order pharmacies
do not fill 30-day prescriptions and many 90-day prescrip-
tion consumers are routed by PBMs solely to mail order
pharmacies, the system becomes biased, in that the con-
sumer and payer may actually pay more for one 90-day
prescription compared to the dispensing of three 30-day
prescription for a particular medication dispensed. This
leads to consumer and payer dissatisfaction. The payer has
an expectation of budgeting for a set discount for 90 day
prescriptions since 1s the traditional 90 day method for
reimbursement. When a lower of MAC or AWP model 1s
used a payer cannot guarantee an overall generic perfor-
mance. The pharmacy has an expectation to be reimbursed
a set amount for dispensing the 90 day prescription. When
a lower of MAC or AWP model 1s used the pharmacy cannot
be sure of 1ts retmbursement.

Prescription care plans function by assigning a “processor
control number” (PCN) to each consumer prescription
claim. Since at present retail pharmacies typically dispense
prescriptions in short-term (30-day or less) quantities and
mail-order pharmacies dispense prescriptions 1n long-term
(usually 1n either 60-day or 90-day) quantities, this means
that a PBM 1s typically required to set up multiple PCNs for
acute versus maintenance drug benefit designs, although
cach retail or mail order pharmacy 1s accustomed to 1den-
tifying a single PCN to a consumer prescription claim for a
specific payer’s plan. As noted, consumers and payers want
to be able to choose where they get prescriptions filled.
However, when a pharmacy undertakes to dispense both
short-term and long-term quantities, the pharmacist or phar-
macy stail must now 1n effect choose between two PCNs for
the same payer. Since the consumer only presents one
identification card, this process can cause confusion at the
pharmacy. This 1s counter productive to traditional work-
flow. It can cause confusion and delays at the point of sale
transaction that impact both the consumer and the pharmacy.
It may also reduce the number of 90-day supply prescrip-
tions that are filled at the retail level which impacts the cost
structure for the payer.

It 1s not the intention of the present invention to determine
any conclusion as to the relative merits of mail order
pharmacies versus retail pharmacies. Rather it 1s the 1nten-
tion of the present mnvention to meet the long-felt and widely
expressed desire by consumers, payers and pharmacists to
make both equally financially available under a prescription
benefit plan such that consumers can have a legitimate
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4

choice as to where and how they obtain their prescription
medications, the payers will have a legitimate choice about
how their contract plans will be structured, and pharmacists
in both types of pharmacies can practice their profession
successiully.

SUMMARY OF THE

INVENTION

For simplicity in the discussion below the mvention will
be described by division of prescription quantity fulfillments

into two categories: a) “short term™, “acute care” or *“30-

day” quantities, all of these terms being considered synony-

mous, and b) “long-term”, “maintenance” or “90-day” quan-

tities, all of these terms also being considered synonymous.
Further, the terms “quantity”, “quantity of dosage units” and
“days supply” are also considered to be synonymous as
applied to the number of medication pills, tablets, capsules,
etc., or amount of medication liqud dispensed to the con-
sumer upon fulfillment of the prescription request. It will be
understood, however, that these terms are so used for brevity
and convemence, and that regardless of the choice of ter-
minology the method of the present mvention i1s equally
applicable to management of all prescription fulfillment and
dispensing of medications 1 any dosages or quantities.
Similarly, the particular total days supply of a dispensing
prescription, whether the exemplary and commonly used 30-
and 90-day quantities, or 14-, 60-, 100-day or any other
quantities, 1s to be understood to be within the scope of the
invention. Those skilled in the art will be readily able to
calculate and apply the appropriate discount and other
payments for any desired dispensed quantity or medication.

The present invention provides an innovative pharmacy-
based program that allows employees/plan members who
take long term maintenance medications to have a choice
between obtaining such medications from a mail order
pharmacy or a local retail pharmacy outlet, by effectively
balancing plan reimbursement and discount payments such
that both types of pharmacies are compensated essentially
equally, while taking into consideration the relative opera-
tional strengths and weaknesses of each type. The consumer
thus 1s pleased, by having a choice of pharmacies based on
his/her own perceptions of the merits of each and particu-
larly in not being deprived of such choice because of
financial biases 1n the plan’s provisions. The payer also 1s
pleased, since the plan members are content and the plan
costs are economically reasonable. The pharmacy industry
as a whole also benefits, since undue biases toward mail
order are avoided, retail pharmacies can eflective participate
in the overall dispensing of all medications and each part of
the industry 1s able to compete on the basis of 1ts merits of
the customer service and value.

In 1ts basic embodiments, the plan operates by having the
PBM set a target cost for medications and dispensing
services which 1t will pay according to contracts i1t enters
into with the pharmacies, and similarly having contracts
with 1ts customers (the payers) as to the target costs and its
management fees that it will charge the customers under the
plan. A key component of this invention 1s that reimburse-
ment rates are set that benelfit the pharmacy, the payer and
the consumer. The pharmacy target costs are based on a
combination of mndustry-accepted medication cost schedules
and negotiated discounts, calculated such that the payments
to the pharmacies will all be substantially equal for a given
consumer’s medication, dosage and quantity prescription,
taking into account the different operating characteristics
and costs of retail pharmacies versus mail order pharmacies
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in terms of factors such as consumer contact and education,
economies of scale 1n mventorying, stailing requirements
and the like.

In many of its embodiments the plan of the invention
includes a method to ensure that the payer, the pharmacy and
the consumer are not disadvantaged. We have called this
method the “true-up” feature. A lower of AWP or MAC price
model 1s applied. At the conclusion of a set period of time
the reimbursement performance 1s measured and compared
to a guaranteed value. If the value 1s above or below the
targeted discount, the AWP or MAC prices are adjusted
(“trued up”’) to compensate moving forward for the next set
time period. These small adjustments are made every set
time period to ensure performance balances to an overall
guaranteed value. In this manner the payer benefits from the
MAC pricing on individual generic products and benefits
from assurances that the overall guaranteed performance 1s
maintained, the pharmacy benefits by the assurance that it
will be paid at an overall guaranteed discount performance
number and the consumer benefits by paying a co-payment
that 1s retlective of the lower of MAC or AWP and thus is not
disadvantaged by electing the one time 90-day fill as
opposed to having the same prescription filled three separate
times for a 30-day supply.

An additional aspect of the current invention 1s its ability
to simplily prescription ordering procedures for the phar-
macies. When a pharmacy sends a prescription to a PBM for
processing, they utilize a computer system and transmit
on-line a request of payment to the PBM. This 1s called an
on-line adjudicated claim. A pharmacy communicates to the
PBM by sending an on-line adjudication claim to what 1s
known 1n the industry as a “switch” company. There are two
sets of numbers that are important to this transaction. The
first 1s what 1s known as the “business i1dentification num-
ber” (BIN). The BIN identifies the PBM that 1s processing,
the claim. The switch company recognizes this BIN and
routes the claim to the appropriate PBM for processing. The
second number 1s known as the PCN, described above. Once
a claim has been routed to the appropriate PBM, the PCN
directs the claim to the appropriate plan or payer within the
PBM for processing. The adjudicated claim contains impor-
tant information such as patient identification, drug and
dosage, and days supply for which the medication 1is
intended to be dispensed. The pharmacy enters this infor-
mation and then transmits the claim electronically. Once
routed to the PBM, the PBM reviews the claim and deter-
mines 1f the patient 1s eligible, 1t the drug 1s approved for
dispensing, what portion the patient should pay as a co-
payment, and at what rate should the pharmacy be reim-
bursed. In addition the PBM verifies that the days supply 1s
an approved benefit for the member. As noted in the Back-
ground, since the consumer only presents one 1dentification
card, availability of different quantities and design benefits
for the same medication with different PCNs can cause
confusion at the pharmacy. The pharmacy stall member
must decide whether to submit to the appropriate BIN the
PCN for the 30 day benefit or the PCN for the 90 day benefit.
If the incorrect PCN 1s used, the PBM will reject the claim
until the PCN error can be corrected, thus delaying filling of
the prescription for the consumer.

The current mvention eliminates the need for multiple
PCNs for the same medication for a given payer. Under the
present plan each medication for a given payer has only a
single PCN regardless of the quantity (number of days
supply). The pharmacist need only provide the basic data of
medication identification, dosage and quantity along with
the single PCN for that medication and the BIN for that
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payer plan. Through editing procedures internal to the PBM
itself, the PBM can review the claim and based on the days
supply provided by the pharmacist, correctly apply the
benefit structure for the member and the appropriate reim-
bursement to the pharmacy. This unique editing feature
ecnables a pharmacy to have to select and submit only a
single PCN for the consumers medication for review. This
process saves time and confusion for the consumer and the
pharmacy and ensures a greater utilization of the 90 day
benellt which saves the payer. This applies not only to retail
pharmacies, which may have a only small stafl to handle
such administrative matters and thus appreciate the simpli-
fication of their tasks, but also large mail order pharmacies,
since elimination of the need to select among multiple PCNs
for many prescriptions may allow stafl to be reduced or
some staifl members to be reassigned to other tasks.

The foregoing, together with other features and advan-
tages of the present invention, will become more apparent
when referring to the following specification, claims and
accompanying drawings.

BRIEF DESCRIPTION OF THE DRAWINGS

The present invention will be better understood from the
following detailed description of an exemplary embodiment
of the mvention, taken 1n conjunction with the accompany-
ing drawings in which like reference numerals refer to like
parts and in which:

FIG. 1 1s a process flow diagram showing the typical
routing of a prescription approval and reimbursement
request 11 many of the current prior art plan systems
currently in the marketplace.

FIG. 2 1s a process flow diagram showing the typical
routing of a prescription approval and reimbursement
request 1n the method of this imvention.

DETAILED DESCRIPTION OF TH.
INVENTION

(Ll

When a consumer receives a prescription for medication
from a physician, the consumer either goes to a retail
pharmacy or utilizes mail order to have the prescription
filled. If utilizing a retail pharmacy, the consumer walks 1nto
the pharmacy and presents the prescription to a pharmacist
or pharmacy stafl member. The pharmacy enters the pre-
scription into a computer, which sends the information to a
telecommunications switch, or routing, company. Next, the
switch company sends the information to the correct PBM
with which the pharmacy has contracted for the type of
prescription. The PBM determines the benefits the consumer
1s eligible for, 1.e., whether the prescription 1s eligible for
fulfillment based on the terms of the payer plan that the
consumer 1s under. The PBM reports back through the
switch company to confirm the amount of medication the
consumer 1s eligible for, copay amount i1f required, and
certain salety messaging 1f appropriate. In most cases a
prescription 1s approved and filled without question or delay,
since the consumer’s prescription meets all of the applicable
requirements of the plan that the consumer 1s under. There
are, however, a number ol common reasons why a prescrip-
tion may not be approved for fulfillment, which must be
reported back to the pharmacy so that the consumer can, 1
possible, make the necessary corrections or obtain further
physician mput to allow resubmission of the prescription.

The present mvention provides a system and method for
a consumer to go to eirther a retail pharmacy or a mail order
pharmacy and have a prescription approved and filled,
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whether the prescription medication quantity 1s intended for
30 days or 90 days or any other prescribed time period.
Additionally, the retail pharmacy only has to adjudicate the
claim to a PBM under a single PCN to obtain a determina-
tion of eligibility and of the reimbursement rate. The phar-
macist no longer has to determine which of multiple PCNs
1s correct for a particular plan (BIN) i order to get a
prescription request adjudicated by the PBM. Further, since
the plan of this invention essentially puts all pharmacies on
equivalent financial footing, a consumer can exercise his or
her choice in selecting which pharmacy to patronize.

FIG. 1 outlines the course of a prescription request under
many of the prior art commercial plans currently in the
marketplace. A consumer 2 at 3 brings a prescription from
a physician to a pharmacy 4. The prescription 1dentifies the
medication to be dispensed, the dosage of each tablet or
other dose unit, and the quantity of dose units to be dis-
pensed. For the purposes of the discussion below, a short
term (acute care) dose unit quantity will be considered to be
a 30-day quantity and a long-term (maintenance) dose unit
quantity will be considered to be a 90-day quantity. The
prescription may also indicate whether a brand name medi-
cation 1s required or a generic equivalent may be substituted.
The pharmacist or pharmacy stafl member selects what
he/she believes to be the appropriate PCN for the consum-
er’s plan based on the plan BIN at 6 and sends the request
by computer to the switch (routing) company 8, which,
based on the BIN and PCN provided by the pharmacist,
routes the request to the designated PBM 10 or 10'. The
recipient PBM 10 or 10' reviews the request at 12, and 11 all
1s 1n order 1n the request information and the prescription
meets the plan’s formulary and eligibility criteria, the PBM
at 14 so notifies the pharmacy 4 and the pharmacy 4 fills at
16 fills the consumer 2’s prescription.

Such prior art systems may have numerous inherent or
deliberate problem areas or biases. One as noted 1s the
requirement that the pharmacy 4 must determine the correct
PCN for the consumer’s plan. An incorrect PCN designation
will result 1n disapproval of the request and return to the
pharmacy for correction at 18. Further, under many of the
current plans, especially those in which the PBM owns a
“captive” mail order pharmacy and a maintenance medica-
tion 1s mvolved, the consumer 2 may be required or at least
strongly urged financially to select as the pharmacy 4 only
the PBMs captive mail order pharmacy, such that the con-
sumer’s potential choice of what pharmacy to patromize 1s
curtailed or eliminated right at the entry 3 into the system.
(Such financial biasing may be done either by mandating use
of a specific pharmacy 4 or by increasing a consumer’s
required copay or reducing the discount available to the
consumer 1 other than the captive pharmacy 1s used by the
consumer.) Such prior art systems are also often very
difficult for PBMs to monitor for optimum performance
because important decisions (such as selection of the PCN)
are made at different points 1n the system by different people
who may have greater or lesser understandings of the
operation of the system.

The method of the present mnvention 1s outlined in FIG. 2,
and will immediately be seen to be much simpler, more
direct for both the consumer and pharmacy, and free of
biases that would restrict a consumer’s choice of pharmacy.
It will also be seen that 1t 1s much easier to monitor for
performance, since at each point the persons involved make
decisions only as to those factors which are clearly within
their areas of expertise. In the present system, consumer
(now designated 32) at 33 takes his/her prescription to any
pharmacy 34 of his or her choice. Since under the present
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plan all pharmacies are will be compensated on a substan-
tially equivalent basis for filling this consumer’s particular
prescription, there 1s no element of bias on the part of the
pharmacy or the PBM of the consumer’s plan for or against
any type of pharmacy. At the pharmacy 34 the pharmacist or
pharmacy stall member needs only to select a single PCN—
the PCN assigned to the medication 1itself—at 36 and send
that PCN, along with the dosage and quantity data, at 37 to
the switch company 38 who 1n turn routes 1t to the single
PBM 40 who handles all requests for that medication. The
PBM internally analyzes the request at 42. Knowing the
medication 1tself from the single PCN, the PBM can then
assess whether the dosage and quantity prescribed are within
the limits of the plan’s formulary, and whether filing of the
prescription 1s timely based on the consumer’s past prescrip-
tion fulfillment history. The PBM may also assess whether
dispensing of this prescribed medication 1s appropriate 1n
view ol other medications known by the PBM to have been
prescribed previously to the consumer. Whether or not the
PBM’s imternal analysis procedures involve assignment of
further PCNs, subdivisions thereof, or other procedures 1n
strictly for the PBM to decide, and does not aflect the
operation of this invention. Importantly, 1t does not aflect the
consumer or the pharmacy and does not impose any burdens
on them, 1n contrast to the case with the prior art systems.
Once the PBM completes 1ts assessment of the prescription
request, 1t communicates approval or disapproval (with
reasons) back to the pharmacy 34 either directly or through
the switching company.

The present plan system functions by use by the PBM of
contracted discounts and fulfillment service charges between
the PBM and the various pharmacies who wish to participate
in the plan. The function 1s best understood by reference to
the Table below, 1n which an exemplary set of discounts,
copays and fulfillment fees are presented. It will be under-
stood that the values shown are exemplary only, and that
discounts, copays and fees can and do vary widely depend-
ing on the contractual terms consented to by the parties to
the various agreements. Commonly there may be different
terms within a plan for different medication groups or even
for different individual medications. Diflerent pharmacies or
pharmacy chains may also have diflerent contractual finan-
cial terms with the same PBM, notwithstanding that all use
the plan concept of the present invention.

In the Table that follows, the present invention 1s shown
in the column at the far right with the current (prior art) retail
pharmacy and mail order pharmacy plans being shown 1n the
third and fourth columns from the left. Copays charges to
consumers are in the second column, and the Table difler-
entiates between the reimbursement for brand name drugs
and generic drugs, which reflects the standard industry
practice. “AWP” means “average wholesale price” of a
medication or medication group, whether brand name or
generic, usually available from a single or limited number of
producers, and 1s commonly a price determined on a national
basis imdependently of the PBM, pharmacy or plan con-
tracts. “MAC” means “maximum allowable cost” of a
generic medication, which usually 1s calculated from con-
sideration of marketplace prices for the medication from
different producers. Such pricing data are commercially and
publicly available from various sources. The data in the
Table are generally presented as a total cost per dispensed
dosage quantity, and are 1n the format of a “list price” such
as AWP or MAC followed by the discount from that price
that the PBM and the pharmacy have agreed to (e.g.,
“~13%") and by the fulfillment fee per transaction which the
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PBM will pay to the pharmacy. It 1s not uncommon for there
to be no fulfillment fee (“+$0”) especially in transactions
involving generic drugs.

TABLE 1

Discount and Payvment Comparisons

10

the prior art plans with respect to the mail order pharmacies
while, unlike prior art plans, also equally available and
attractive to the retail pharmacies.

Retail Pharmacy

Medication Consumer Copay 90 day quantity

Brand Name Drugs 20%, 30% AWP - 15% + $2

(3 copays) (1-2.5 copays)
Generic Drugs 0%, 10% Lower of: AWP - 50% + $0

A) AWP - 15% + $2  (1-2.5 copays)

B) MAC + §$2

(3 copays)

Comments: Cannot usually
compete on long-term
prescription pricing

and discounts

It will be seen from the Table that a major effect of the
claimed prescription plan as compared to the prior art 1s 1n
the handling of reimbursements for generic drugs. Generic
drug reimbursement represents a significant share of pre-
scriptions dispenses, generally being about 50% of prescrip-
tion dispensed nationally. It i1s also the portion of the

industry which 1s most susceptible to control by the medical
reimbursement plans, since there are numerous medication
manufacturers for many of the generic drugs, which fosters
competition between them, while most of the brand name
(proprietary) drugs are available only from a single pro-
ducer. Generic drugs save money for the payer, provide
consumers with the lowest copay option and typically pro-
vide the pharmacy with the highest profitability.

The present mvention focuses not on the quantity of
medication to be dispensed (and thus on the acute care or
maintenance purpose of the prescription) but rather on the
cost/discount structure of the pharmacy reimbursement.
Effectively the retail pharmacies are given the opportunity to
compete for fulfillment of both long-term and short-term
prescriptions, but equalizing the reimbursements available
under the plan. The plan, unlike the prior art plans, does not
bias consumers toward the mail order pharmacies, which
many PBMs have assumed must have larger economies of
scale, stathing and other financial factors as compared to the
retail pharmacies. Such assumptions may not always be
correct, according to some studies, but the relative merits of
the two types of pharmacies 1s not a factor in the present
invention, which instead 1s focused on giving the consumer
the ability to make his or her own evaluation and selection
of which type of pharmacy to patronize. It will be seen from
the Table that a PBM using the present plan will target a
reimbursement rate generally comparable to the rate
accorded to mail ordered pharmacies in the past, but does so
in a manner which reflects and utilizes rate structures
equally available to both types of pharmacies. This use of
different criteria to achieve a similar rate level represents a
completely novel and advantageous element of the present
invention. Thus rather than rigidly applying a single mea-
surement based solely on AWP, as the prior art plans did, the
present plan uses a blend of AWP and MAC critenia, and
adjusts these as appropriate so that the overall reimburse-
ment offered to pharmacies makes this plan competitive with

AWP - 20% + $0

Usually does not
accept short-term
prescriptions
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Mail Order Pharmacy
90 day quantity

This Invention

AWP - 20% + $0
(+1-2.5 copays)
Target 1s always
AWP - 50% + $0
(with copays) which
1s obtained by using
AWP - 25% + $0 and
MAC + $0 in
combination

Puts retail and mail
order pharmacies on
equivalent basis for
all drugs from
consumers’ and
payers’ perspective

"y

Consumers can be adversely affected 11 a true-up process
1s not established, since without such a provision a consum-
ers copayments for a 90-day supply could exceed three times
the traditional 30-day retail copayment.

Similar adjustments by the PBM can be negotiated and
agreed to 1n contracts with retail pharmacies with respect to
the dispensing fees to be paid under the plan. Prior art plans
have worked on the basis that dispensing costs are higher for
retail pharmacies because of stafling costs and lower volume
over which to expense the per-consumer dispensing costs.
Increasing a retail pharmacy’s proportion of dispensing of
large quantity maintenance drug prescriptions oilfers an
opportunity for the PBM and the retail pharmacy to reduce
or eliminate the dispensing fee portion of reimbursement,
thus reducing the costs to be passed along to the payer by the

PBM.

An 1mportant optional (but preferred) element 1n the
present invention 1s a function of continually reviewing the
performance of the pharmacies 1n cost control, and particu-
larly 1n the area of cost reduction by increasing the propor-
tion of lower cost generic drugs in the overall mix of
dispensed drugs. In the past mail order pharmacies and some
mandate plans have accomplished this simply by requiring
substitution of generics unless a physician has required
otherwise. The present invention also optionally allows for
a particularly productive approach which imnvolves education

of the consumers so that they recognize when generic
medications are equally acceptable in their own personal
health and treatment as are brand name drugs. Education 1s
in the realm of both the PBM and the pharmacist, and the
present invention uses the involvement of both. Contracts
with pharmacies can include provisions that encourage
pharmacists to communicate with their consumers about the
value of generic drugs, which 1s especially effective 1n the
retail pharmacy setting where the pharmacist and the con-
sumer meet directly. The PBM also can communicate the
same message through 1ts regular communications with
payers and their employees and members. The pharmacy
makes 1ts highest profit margin dispensing the generic drug.
The PBM that owns the mail order pharmacy may drive
higher cost brands to maximize the formulary rebate
income.
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In keeping with this purpose, the present plan optionally
but preferably includes not only the PBM’s continual review
of performance of all pharmacies participating in the plan,
but also periodic adjustment of the discount and cost struc-
tures to reward those pharmacies who are operating at
greater-than-expected performance and, conversely, to pro-
vide incentive to under-performing pharmacies to improve.
This method, which we have designated “truing up” or the
“true-up” feature, ensures that the payer, the pharmacy and
the consumer are not disadvantaged. A lower of AWP or
MAC price model 1s applied. At the conclusion of a set
period of time the retmbursement performance 1s measured
and compared to a guaranteed value. If the value 1s above or
below the targeted discount for the period, the AWP or MAC
price discounts are adjusted to compensate moving forward
for the next set time period. If the drug mix has overper-
formed, the retmbursement 1s increased, as for istance by
reducing the discount taken by the PBM (e.g., from a 50%
discount to a 49% discount), so that discounted amount paid
to the pharmacy 1s increased and 1t therefore receives a
greater income. On the other hand, 1f the drug mix has
underperformed, the discount can be increased (e.g., from a
50% discount to a 51% discount) so that reimbursement—
1.e., the discounted amount paid—is reduced, which 1t 1s
expected will encourage the pharmacy to improve its per-
formance over the next period so that its discount can be
lowered and its reimbursement increased. Compiling per-
formance data and making the appropriate analyses to allow
such adjustments to be made require significant internal data
collection and processing capabilities by the PBMs. How-
ever, such capabilities are already possessed by some PBMs
and others can be expected to acquire similar capabilities 1n
the near future, since having these small adjustments made
every set time period (e.g., quarterly) ensure performance
balances to an overall guaranteed value.

By use of the truing up feature, the payer benefits from the
MAC pricing on individual generic products and benefits
from assurances that the overall guaranteed performance 1s
maintained, the pharmacy benefits by the assurance that it
will be paid at an overall guaranteed discount performance
number, and the consumer benefits by paying a co-payment
that 1s retlective of the lower of MAC or AWP and thus 1s not
disadvantaged by electing the one time 90 day fill as
opposed to having the same prescription filled three times
for 30-day supplies.

Separately, the plan of this mvention also mvolves con-
tractual agreements between the PBM and the payers who
wish to provide the PBM’s plan to their employees, mem-
bers, or other atiliated people. Such payers are commonly
business entities such as health plans, companies, partner-
ships or corporations, whether large, mid-sized or small,
governments or governmental agencies, trade unions and
non-governmental organizations or associations. Each payer
contracts with the PBM for the specific pharmacy services
and medication costs and fees that 1t 1s willing to reimburse,
based on the PBM’s having obtained discounted costs from
the pharmacies, as well as the contracted fee that the payer
1s willing to pay the PBM for managing the plan for 1t and
its employees or members. As with the pharmacy contracts,
the payer contracts will also vary depending on what for-
mulary a payer 1s willing to reimburse for, how many
members or employees the payer has, and so forth.

It 1s to be expected that PBMs which have cost driven
plans which focus primarily on mandating or influencing
consumers to use mail order pharmacies to {ill maintenance
prescriptions, especially those who own mail order pharma-
cies; will mitially see little value in adopting the present
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invention. However, 1t 1s anticipated that the present plan’s
focus on providing the ability to consumers to be able to
patronize the pharmacy of their choice for all of the pre-
scription medication needs, whether acute care or mainte-
nance medications, will be sufliciently attractive to such
consumers that they will encourage their employers or
organizations as payers to obtain and adopt such plans. The
employers and organizations, 1n turn, will demand of PBMs
that they make such plans available to the payer communaity,
in preference to mandated or biased plans. Under such
conditions, 1t 1s to be expected that the plans of the present
invention will rapidly gain market share and enhance the
ability of people to be able to influence or control their own
costs of health care and prescription drugs.
Although several embodiments of the invention have has
been described above by way of example only, 1t will be
understood by those skilled 1 the field that numerous
variations and modifications may be made to the disclosed
embodiments without departing from the scope or spirit of
the 1nvention, as 1t 1s defined by the appended claims.
We claim:
1. A computer-implemented system comprising:
a computer network;
a client device communicatively coupled to the computer
network, the client device configured to receive order
information representative of a prescription drug, the
order information including a given plan payer and a
quantity of the prescription drug;
a telecommunications switch communicatively coupled to
the client device via the computer network, the tele-
communications switch configured to receive one or
more processor control numbers (PCNs) associated
with the order information and route the order infor-
mation based on the one or more (PCNs), a PCN being
independent of the quantity of the prescription drug and
the PCN uniquely identifying the prescription drug;
and
a controller communicatively coupled to the client device
and the telecommunications switch via the computer
network, the controller configured for:
receiving prescription information about the prescrip-
tion drug, the prescription information comprising
the given plan payer, a dosage, the quantity and a day
value mdicative of number of days supply for the
prescription drug, the prescription information being
processed 1n the computer network in which the
telecommunications switch 1s configured to commu-
nicate with a plurality of prescription benefit man-
ager (PBM) systems, wherein the telecommunica-
tions switch 1s configured to mute the one or more
PCNs to at least one of a first PBM system and a
second PBM system, the first PBM system and the
second PBM system being configured to approve the
prescription drug;

determining a single PCN for the given plan payver, 1in
response to receiving the prescription information;

forwarding the single PCN to the telecommunications
switch, the telecommunications switch configured to
communicate with the first PBM system for allowing
for the first PBM system to approve the prescription
drug based on the single PCN, regardless of the
quantity of the prescription drug;

determining a reimbursement for the order, the reim-
bursement being equal to the lesser of a first value
calculated based on a maximum allowable cost
(MAC) and a second value calculated based on an
average wholesale price (AWP), wherein at least one
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of the MAC and the AWP 1s adjusted in response to
a difference between a guaranteed value and a reim-
bursement performance for a plurality of orders over
a time period; and

transmitting an authorization to a pharmacy computer
system to allow filling of the prescription indepen-
dent of the quantity of prescription drug indicated,
climinating the need for the pharmacy computer

system to assign multiple PCNs for different number
of days supply and the need to select from among a
plurality of communications switches to communi-

cate with the plurality of PBM systems.
2. A computer-implemented system comprising:
a computer network;

a client device communicatively coupled to the computer

one or more processors communicatively coupled to the

network, the client device configured to receive order
information representative of a prescription drug, the
order information including a given plan payer and a
quantity of the prescription drug;

a telecommunications switch communicatively coupled to

the client device via the computer network, the tele-
communications switch configured to receive one or
more processor control numbers (PCNs) associated
with the order information and route the order infor-
mation based on the one or more PCNs, a PCN being
independent of the quantity of the prescription drug and
the PCN umiquely identifying the prescription drug;
and

client device and the telecommunications switch via the
computer network, the one or more processors config-
ured for executing one or more logic instructions,
wherein the logic instructions when executed by the
one or more processors cause the system to:
receive prescription information about the prescription
drug, the prescription information comprising the
given plan payer, a dosage, the quantity and a day
value 1ndicative of number of days supply for the
prescription drug,
the prescription information being communicated 1n
the computer network i which the telecommuni-
cations switch 1s configured to communicate with
a plurality of prescription benefit manager (PBM)
systems, wherein the telecommunications switch
1s configured to route the one or more PCNs to at
least one of a first PBM system and a second PBM
system, the first PBM system and the second PBM
system being configured to approve the prescrip-
tion drug;
determine a single PCN {for the given plan payer, 1n
response to receiving the prescription information,
forward the single PCN to the telecommunications
switch, the telecommunications switch configured to
communicate with the first PBM system for allowing,
for the first PBM system to approve the prescription
drug based on the single PCN, regardless of the
quantity of the prescription drug;
determine a reimbursement for the order, the reim-
bursement being equal to the lesser of a first value
calculated based on a maximum allowable cost
(MAC) and a second value calculated based on an
average wholesale price (AWP), wherein at least one
of the MAC and the AWP 1s adjusted 1n response to
a difference between a guaranteed value and a reim-
bursement performance for a plurality of orders over
a time period; and
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transmit an authorization to a pharmacy computer
system to allow filling of the prescription indepen-
dent of the quantity of prescription drug indicated,
climinating the need for the pharmacy computer
system to assign multiple PCNs for different number
of days supply and the need to select from among a

plurality of communications switches to communi-
cate with the plurality of PBM systems.

3. A non-transitory computer-readable storage medium

comprising

at least one program for execution by one or

more processors of a first device, the at least one program
including instructions which, when executed by the one or
more processors, cause the first device to perform operations

comprising

receiving, using the one or more processors and via a

computer network, prescription information about a
prescription drug, the prescription imnformation com-
prising a given plan payer, a dosage, a quantity and a
day value indicative of number of days supply for the
prescription drug, the prescription information being
processed 1n the computer network 1n which a telecom-
munications switch 1s configured to communicate with
a plurality of prescription benefit manager (PBM) sys-
tems, the telecommunications switch being communi-
catively coupled to a client device via the computer
network, the client device configured to receive order
information representative of the prescription drug via
the computer network, the order mnformation including
the given plan payer and the quantity of the prescription
drug, wherein the telecommunications switch 1s con-
figured to route one or more processor control numbers
(PCNs) to at least one of a first PBM system and a
second PBM system, the first PBM system and the
second PBM system being configured to approve the
prescription drug;

determining, using the one or more processors, a single

PCN for the given plan payer, 1n response to receiving
the prescription information, the PCN uniquely 1denti-
tying the prescription drug independent of the quantity
of the requested prescription drug, the telecommunica-

tions switch configured to receive one or more PCNs
assoclated with the order information and route the
order information based on the one or more PCNs;

forwarding, using the one or more processors, the single

PCN to the telecommunications switch, the telecom-
munications switch configured to communicate with
the first PBM system to allow for the first PBM system
to approve the prescription drug based on the single
PCN, regardless of the quantity of the requested pre-
scription drug;

determining, using the one or more processors, a reim-

bursement for the order, the retmbursement being equal
to the lesser of a first value calculated based on a
maximum allowable cost (MAC) and a second value
calculated based on an average wholesale price (AWP),
wherein at least one of the MAC and the AWP 1s
adjusted 1n response to a difference between a guaran-
teed value and a reimbursement performance for a
plurality of orders over a time period; and

transmitting, using the one or more processors, an autho-

rization to a pharmacy computer system to allow filling
of the prescription independent of the quantity of
prescription drug indicated, eliminating the need for the
pharmacy computer system to assign multiple PCNs
for different number of days supply and the need to
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select from among a plurality of communication
switches to communicate with the plurality of PBM

systems,
wherein the one or more processors are communicatively

coupled to the client device and the telecommunica- 5
tions switch via the computer network.
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